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SOVIET ECONOMIC STRAINS 


) JEW EVIDENCE bearing on the economic strength 
4 and the economic weakness of Soviet Russia has been 
coming to the surface since last month’s upheaval among 
the country’s leaders. The ousting of Georgi Malenkov 
from the premiership on Feb. 8, by the faction headed by 
Nikita Khrushchev and Marshal Bulganin, exposed to the 
world inner tensions that had been building up in the Krem- 
lin since Stalin died two years ago. 


Statements and confessions of the divided leaders not 
only revealed a continuing struggle for power among 
Stalin’s heirs but also told much about the nature of the 
conflicts involving Russia’s basic strategy in domestic and 
foreign policy. Decrees issued by the Central Committee 
of the Communist Party a few days before Malenkov’s 
demotion threw new light on the “unsatisfactory condition 
of Soviet agriculture” and disclosed strains in other less 
publicized sectors of the economy. The Soviet budget for 
1955, unveiled before the Supreme Soviet on Feb. 3, gave 
concrete evidence of the extent of the shift from Malenkov’s 
“soft” policy of more consumer goods to Khrushchev’s re- 
vival of the “hard” Stalinist line based on forced expansion 
of heavy industry, with chief emphasis on steel and arma- 
ment production. 


Basic FACTORS IN SHAKEUP OF KREMLIN LEADERSHIP 


Economic factors played an important, if not a decisive, 
part in the overturn of Malenkov. The record as a whole 
includes convincing evidence that Malenkov’s position was 
undermined after Stalin’s death not merely by personal or 
factional rivalries but also by clashes over basic economic 
policies involving management of heavy and light industry, 
promotion of labor productivity, and development of major 
resources. There is less convincing evidence that conflicts 
over the rate of expansion in heavy industry were decisive 
in the final showdown. However, there is no real support 
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for the official Soviet explanation that Malenkov’s resigna- 
tion resulted from his failure as an administrator or from 
his inability to solve the chronic problems of state-controlled 
agriculture. 


In the “confession” read to the Supreme Soviet on Feb. 
8,' the former premier professed “insufficient experience” 
in administrative work and avowed responsibility and per- 
sonal guilt for the “lagging behind” of Soviet agriculture. 
On the failures in agriculture the Malenkov statement said: 





I see particularly clearly my guilt and responsibility for the 
unsatisfactory state of affairs that has arisen in agriculture, be- 
cause for several years past I have been entrusted with the duty of 
controlling and guiding the work of central agricultural organs and 
the work of local and party administrative organizations in the 
sphere of agriculture . 

Now ... on the initiative and under the guidance of the Central 
Committee of the Communist Party of the Soviet Union a general 
program has been worked out to overcome the lagging behind in 
agriculture, and for its most rapid development. This program is 
based on the only correct foundation: the further development by 
every means of heavy industry, and only its implementation will 
create the necessary conditions for a real upsurge in the production 
of all essential commodities for popular consumption. 


Despite Malenkov’s assumption of guilt for the unsatis- 
factory state of agriculture, virtually every member of the 
Supreme Soviet knew that for more than five years the pri- 
mary responsibility for agricultural policy actually had been 
borne by Khrushchev. It was Khrushchev who had directed 
the work of the Communist Party’s administrative organs, 
and Khrushchev who had laid down in 1953 the collective 
farm program that was to bring about a “rapid upsurge” 
in food crops, grains and fodder, and livestock. 


Agriculture had been the weakest area in the Soviet econ- 
omy since Stalin first launched the farm collectivization 
drive in the 1920s; the “lagging behind” had been a con- 
stant source of anxiety to the whole Kremlin leadership. 
But since Stalin’s death in March 1953 the public record had 
disclosed no real difference among the top leaders on any 
major issue of agricultural policy. The irony of Malenkov’s 
confession was heightened by the fact that the so-called 
new program, announced by Khrushchev at a meeting of 
the party’s Central Committee in January, changed none of 
the policies for which the former premier accepted the 
blame and responsibility. 


1 Malenkov's resignation was read in his presence by a party functionary. 
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KHRUSHCHEV’S ROLE IN REVIVAL OF HARD STALIN LINE 


The role played by Khrushchev in swinging Soviet policy 
back toward the tough Stalinist line, of developing heavy 
industry as the foundation of all economic life in Russia, 
has been lavishly documented in the Soviet press. As first 
secretary of the Communist Party, Khrushchev not only 
dominated the party apparatus but also controlled the party 
newspapers throughout the country. Pravda, the principal 
party organ, faithfully recorded Khrushchev’s speeches and 
became his mouthpiece on matters of party policy, often in 
contrast to Jzvestia, the organ of the Soviet government. 


Khrushchev’s increasing power and his close identifica- 
tion with policies laid down by Stalin were reflected in 
divergent editorial treatment of major policy issues by 
Pravda and Izvestia. Such public notice of differences 
never tolerated in Stalin’s time—began to be given late in 
1954; Pravda repeatedly published interviews and speeches 
by Khrushchev directly criticizing the government’s policy 
of encouraging light industry and proclaiming the para- 
mount importance of heavy industry, while /zvestia made 
only brief reference to these speeches or ignored them en- 
tirely.” 


The sharpest attack on Malenkov’s consumer goods policy 
was made by Khrushchev in a long speech to the Central 
Committee of the Communist Party on Jan. 25, two weeks 
before the premier handed in his resignation.’ Khrush- 
chev’s report to the party committee was devoted chiefly 
to agricultural problems, but his heaviest fire was trained 
on the consumer program. The language employed by the 
party boss was strongly reminiscent of that used during the 
great purges of the 1930s: 


In connection with measures for the increase of consumer goods 

. individual comrades allow a certain muddle [in their thinking] 
regarding the tempo of the development of heavy and light industry 
in our country . . . Such woebegone theoreticians are striving to 
prove that at a certain stage of Socialist building the development 
of heavy industry allegedly ceases to be the main task and light in- 
dustry can and must outstrip all other branches of industry. 

This is profoundly mistaken reasoning, alien to the spirit of 
Marx and Lenin. This can be interpreted only as slander of the 


* Hints of a rift between Khrushchev and Malenkov appeared as early as 
June 1954, but it was not until December that the party boss launched his 
direct attack on the premier. On Dec. 28 Pravda carried 2 major speech by 
Khrushchev (ignored by /Jzvestia) laying down the line for heavy industry 
and attacking the “fallacies” of Malenkov’s consumer goods program. 


*Khrushchev’s 60-page speech was broadcast in full by Radio Moscow and 
summarized extensively in Pravda on Feb. 3. 
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Communist Party. This is an outburst of right-wing deviation, and 
an outburst of views hostile to Leninism . .. Similar views were 
once upon a time propagated by Rykov, Bukharin and their ilk.‘ 


In support of his position, Khrushchev contended that ac- 
celerated development of heavy industry was “essential 
to the strengthening of the might of the Soviet state” and 
the “indestructible defensive capacity of the country.” Only 
on the basis of the growth of heavy industry, Khrushchev 
argued, could the Soviet Union establish a “firm basis for 
the whole national economy, introduce modern techniques 
into agriculture, and secure the further development of the 
light, food and other branches of industry.” 


Marshal Bulganin echoed Khrushchev’s arguments when 
he defined the new party line on Feb. 9 in his first speech 
as premier. But Bulganin’s statement to the Supreme Soviet 
reflected concern over popular reaction to canceling out 
Malenkov’s earlier promises of material improvement in 
living standards. Bulganin declared that “The whole activity 
of the Communist Party and the Soviet state is dedicated 
to the lofty task of improving the life of the workers.” But 
he explained at considerable length that the prosperity of 
the people, as well as the indestructible defensive strength 


of the nation, rested on the foundation of a highly developed 
heavy industry. 


REASONS FOR FAILURE OF MALENKOV REFORM PROGRAM 


None of the speeches of the dominant faction, and none 
of the party declarations, produced any convincing evidence 
that Malenkov had failed to press industrial development 
of the country. Actually, Malenkov had predicated his so- 
called new deal program on the strengthening of industrial 
development by permitting greater freedom to industrial 
management and allowing more room for initiative by fac- 
tory technicians and collective farm managers. To those 
reforms, he added the promise that increased production 
would be accompanied by a larger output of important ar- 
ticles for mass consumption: cotton textiles, woolen goods, 
footwear, household utensils, and even such luxuries as 
radio and television sets. But the “reforms” launched amid 
popular acclaim in August 1953 rested on the “cornerstone 
of Soviet industrialization.” 

The real causes of the inner conflict that raged during 


‘ Rykov and Bukharin were among the “Old Bolsheviks’ liquidated in the 
Stalin purges of 1936-38 
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the Malenkov interlude may never be known to the outside 
world; they were hidden, as far as possible, by the faction 
that gained control of the Soviet government in February. 
But important parts of the public record that could not be 
concealed have plainly discredited the Khrushchev version 
that the issues of agriculture and heavy vs. light industry 
were, in themselves, a major source of conflict. Several sig- 
nificant sets of facts point in the opposite direction. They 
indicate (1) that the collective leadership was in general 
agreement on the goals for both heavy and light industry 
at the time Malenkov announced the reforms of 1953, and 
(2) that the promises of more consumer goods did not 
prevent a substantial increase in the funds available for 
heavy industry. 


Khrushchev was closely identified with the Malenkov pro- 
gram throughout 1953 and was the chief architect of im- 
portant sections of the plan, along with Deputy Premier 
Anastas Mikoyan who headed the Ministry of Trade.® No 
visible conflict arose over the allocation of funds for the 
industrial sector of the economy in 1954. Capital investment 
for heavy industry was increased by 10 billion rubles, rising 
from 80 billion rubles in 1953 to 90 billion in 1954—the 


largest increase in any year since the war. Investment in 
light industry for consumer goods was raised by 6.5 billion 
rubles, about doubling the figure for the previous year, but 
the rise did not challenge the top priorities given to steel 
mills, heavy machinery, and armaments.® 


PARTY AND GOVERNMENT RIVALRIES OVER MANAGEMENT 


According to all available evidence, the chief source of 
conflict centered less on priorities for heavy and light in- 
dustry than on party-government rivalries over industrial 
management. Malenkov’s reforms included important meas- 
ures to strengthen the authority of the new managerial 
class, composed of the industrial engineers and technicians 
who operate the state-owned steel mills, tractor plants, and 
munitions factories. But when the premier attempted to 
give greater independence and initiative to the managerial 
group, he encountered immediate and bitter opposition from 
the party bureaucracy headed by Khrushchev. 


°*The most comprehensive statements setting forth the goals of the program 
were made by Malenkov on Aug. 8, 1953, by Khrushchev on Sept. 14, and by 
Mikoyan on Oct. 28 of that year. 


®*The Soviet ruble is valued officially at four to the dollar, but the official 
exchange rate bears little relation to domestic purchasing power. 
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The struggle involved the whole system of Communist 
controls under which the party apparatus, working through 
an independent hierarchy, has sought to maintain party 
disciplines in both industry and agriculture. Although Stalin 
was forced to relax controls in order to prevent production 
breakdowns in the 1930s, every attempt to free industrial 
management from interference by the party functionaries 
has ended in failure.’ Malenkov’s failure apparently was 
brought on by misjudgment of the strength of the party 
bureaucracy under its present leader. 


ALLOCATIONS FOR ECONOMIC ACTIVITIES IN NEW BUDGET 


The 1955 Soviet budget, made public five days before 
Malenkov’s fall (two months earlier than usual), clearly 
reflects the latest turns in the Soviet line. It makes several 
significant disclosures, including confirmation of the fact 
that the budget for Khrushchev does not look very different 
from last year’s budget for Malenkov. Total estimated in- 
come is slightly higher than a year ago, but total expendi- 
tures are approximately the same: 562.8 billion rubles in 
1954 and 563.5 billion for 1955. Within those aggregate 
figures the most notable changes are found in the alloca- 


tions for national defense, industrial development, and 
agriculture, and the unexplained items hidden in “other 
expenditures.” 


Defense expenditures are upped about 12 per cent, from 
100.3 billion rubles in 1954 to 112.1 billion this year, repre- 
senting the largest military outlay since 1952. The pub- 
lished figures include only direct expenditures for the 
military establishment (pay, maintenance, standard equip- 
ment, etc.) and do not cover such important activities as 
atomic and hydrogen bomb development, weapons research, 
and other secret projects. Compared with Soviet military 
expenditures over the last decade or more, the increase this 
year does not appear as large as might be expected from 
bellicose speeches by Khrushchev and Foreign Minister 
Molotov during the February overturn. 


In effect, this year’s military increase does no more than 
restore the cutbacks made in 1953 and 1954, when the 
Malenkov regime reduced defense spending from a peak of 


7Merle Fainsod, director of the Russian Research Center at Harvard Uni- 
versity, gives a detailed description of the system of controls as it has operated 
from the beginning of the Russian revolution. Although party interference 
in day-to-day operations has been curtailed since the 1930s, industry still 
operates under dual controls with party functionaries checking management 
on plan-fulfillment and performance. See Painsod, How Russia Is Ruled (1953). 
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113.8 billion rubles (during the Korean war) to 100.3 billion 
rubles. The proportion of the total Soviet budget allocated 
to defense has varied only slightly during the last few 
years, moving from just over 20 per cent in 1952 to 17.8 
per cent in 1954 and back to 20 per cent this year. Over a 
longer period the proportion of defense spending to total 
government outlays has fluctuated more widely. More than 
32 per cent of the budget went to defense in 1940, a year 
before the German invasion of Russia; up to 60 per cent 
during the war years; and 23 per cent in 1946 after de- 
mobilization. 


Industry and agriculture show substantial but not star- 
tling shifts in the 1955 budget, with heavy industry receiv- 
ing the largest increase for any item. Funds for supporting 
the national economy (including industry, agriculture, 
transportation, and trade organizations) come from two 
sources: Direct grants from government funds and contri- 
butions by state-owned enterprises from their profits. Re- 
ceipts from the two sources, and the breakdown of alloca- 
tions for 1954 and 1955, are given in the accompanying 
tabular summary. 


FuNpDs ALLOCATED TO SOVIET NATIONAL ECONOMY 
(billions of rubles) 
Percentage 
1954 1955 increase 
Total budget grants 216.3 222.4 2.8 
Industry contributions 110.4 112.9 2.8 


Total allocations 326.7 Bo. 2.6 


Heavy industry 133.2 6 22 


Light industry 31.0 ; —15.8 
Agriculture 74.4 ; 17.5 
Transportation 38.8 . 4, 

Trade 5.6 ; —67.§ 
Total identified 283.0 319. 12.§ 
Unidentified 43.7 5.6 —§4.3 


Source: Report of Finance Minister Zverev to Supreme Soviet, Feb. 3, 1955. 


The official estimates show allocations for heavy industry 
to be nearly 23 per cent larger than a year ago; they now 
account for one-half of total allocations for the Soviet na- 
tional economy. Contributions to agriculture for 1955 are 
almost 18 per cent larger than in 1954, while those for light 
industry are some 16 per cent smaller. However, the exist- 
ence in the Soviet budget of a group of unidentified expendi- 
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tures makes it difficult to compare the rate of increase or 
decrease for individual items and throws considerable doubt 
on the significance of the present apparent shift in empha- 


Sis.* 


Hidden allocations lumped under the head of “Other ex- 
penditures” enable the Soviet government to conceal out- 
lays for secret projects and to transfer accounts from one 
category to another without disclosing the extent of the 
shift of funds. During the postwar period unexplained ex- 
penditures have ranged from about 12 per cent of the total 
budget in 1948 to approximately 16 per cent last year. In 
1954 such unexplained outlays in the budget as a whole 
amounted to more than 90 billion rubles; this year the figure 
was reduced by about 30 billion rubles—almost exactly the 
amount of the increase reported for grants to heavy in- 
dustry. The suspicion that new funds for heavy industry 
came from that source is strengthened by the fact that a 
similar unidentified figure shows up in the funds allocated 
to the national economy. Last year unidentified expendi- 
tures on the economy amounted to 43.7 billion rubles, where- 
as this year only 15.6 billion is not identified—a difference 
of 28.1 billion rubles. 

The key question left unanswered in the Soviet budgets 
for the past two years is where Malenkov allocated the 
hidden expenditures which Khrushchev is now allocating 
publicly to heavy industry. Some western experts familiar 
with the intricacies of the Soviet budget suggest that a 
good part of the undisclosed expenditures for 1954 actually 
went into heavy industry and armaments. In that event, 
they point out, the increased spending in that sector this 
year may not be as great as appears on the surface. 


Economic Weakness in Agricultural Sector 


AGRICULTURE, often called the Achilles heel of the Soviet 
economy, has been the weakest part of the Communist sys- 
tem in Russia ever since the 1917 revolution. Lenin 
struggled with the problem during the early years of the 
Bolshevik regime; Stalin liquidated millions of peasants in 
the great collectivization drive of the early 1930s; Malenkov 


® Previous Soviet budgets gave no breakdown between heavy and light indus- 
try, except in the case of funds for capital investment. 
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and Khrushchev have tried new expedients since Stalin’s 
death. Yet agricultural output not only has lagged behind 
other sectors of the economy but admittedly has been a criti- 
cal bottleneck in Kremlin plans for industrial development. 


The crux of Russia’s agricultural problem has been the 
attitude of the peasantry toward the state. Before the 
Bolshevik revolution the peasants had struggled with the 
Czarist government for possession of the land. Since the 
revolution, despite nearly four decades of intensive effort, 
the Communist Party and the Soviet state have failed to 
win the positive allegiance of the peasant masses, who make 
up more than one-half of the total population of the Soviet 
Union.’ 


The history of Soviet efforts to induce the peasants to 
work for the state falls into three well defined periods: (1) 
The decade from 1917 to 1927, when the Communist regime 
was consolidating its power in Russia, (2) the period from 
1928 to the outbreak of World War II, during which Stalin 
imposed the state-controlled collective farm system, and 
(83) the postwar period in which new programs, designed 
to accelerate agricultural production, have been introduced.'” 


During the first decade the Bolsheviks moved with great 
caution in dealing with the peasantry. At the outbreak of 
the revolution, the peasants seized state lands and split up 
landlords’ estates among themselves. Lenin made no at- 
tempt to change what had already happened; he sought to 
assure the neutrality of agricultural workers while the 
revolutionary regime consolidated its political power and 
strengthened its hold over industrial workers. For ten 
years, which included the era of Lenin’s New Economic 
Policy, the peasants were relatively free from direct inter- 
ference from the state. But even during that early period 
a wide gulf divided the rural population from the govern- 
ment at Moscow. 


The gulf was widened and deepened by the collectivization 
program launched by Stalin as part of the first five-year 
plan (1928-1932) and pressed with unrelenting vigor until 
the outbreak of war in Europe in 1939. The decision to 


® According to recent estimates, just over 50 per cent of the people live in 
rural areas; from 50 to 55 per cent of the Soviet labor fcrce is engaged in 
agriculture. 


For a survey of Soviet methods in agriculture, see Herbert Dinerstein, 


Communism and the Russian Peasant (Rand Corporation research project, 
1955). 
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push farm collectivization was dictated by the inability of 
the government to gather supplies of agricultural products 
from small independent landholders in amounts sufficient 
to meet the needs of the growing urban and industrial popu- 
lation. But even Stalin hesitated to expropriate all private 
holdings at one stroke; hence, in the first stage, land was 
taken from so-called rich peasants (kulaks) and turned 
over to collective farms to be operated by poor peasants. 


According to propaganda appeals of the Communist Party 
organizers at the time, the poor peasants were to reap the 
benefits resulting from collective use of the better land of 
their rich neighbors; but that appeal lost attractiveness 
when the label of kulak came to be applied to larger and 
larger numbers of peasants. In the end, the Communists 
were forced to coerce the mass of the peasantry by the 
most ruthless methods; whole villages were liquidated or 
transplanted."' 


Collectivization was carried through in the shortest pos- 
sible time. By the end of the first five-year plan in 1932, 
two-thirds of the land had been taken over for collective or 
state farms. But, in the process of liquidating the kulaks 
and transforming rural life, the Soviet government gener- 
ated new strains that have remained until the present day. 


RESULTS OF FARM COLLECTIVIZATION UNDER STALIN 


The chief problem in organizing peasant labor on collec- 
tive farms during successive five-year plans has been that of 
providing an adequate system of incentives. At first, the 
workers shared equally in the proceeds—after the govern- 
ment had taken its share—but it soon became evident to 
the Communist organizers that Marxian principles did not 
spur farm labor to industrious efforts. Despite mechaniza- 
tion programs and ambitious production goals, lack of effec- 
tive incentives resulted in low crop yields and lagging pro- 
duction in virtually all branches of agriculture. 


The results in agriculture of the first two five-year: plans 
were deeply disturbing to Moscow. It was not until the late 
1930s that farm output, disrupted by collectivization, re- 
covered to the pre-1928 level.'* Accordingly, the govern- 
ment abandoned principles of equality to devise a system of 


“No official figures on the number of peasants liquidated or exiled to remote 
regions have ever been published, but it is believed that the total ran into 
millions 


2 Dinerstein, op. cit., p. 37 
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incentives for individual productivity based on rewards and 
penalties. Piecework was introduced, production norms 
were established, and individual workers were rewarded or 
penalized according to their relative contributions to the 
productivity of the collective farm. 


As farm production continued to lag, the government was 
forced to make additional concessions. The Bolsheviks 
never had attempted to strip the peasants of the small 
garden plots they had been allowed to retain as personal 
property in the villages.’* Private farming had been dis- 
couraged, however, and various controls had been imposed 
to force peasants into the collectives. But some of those 
controls had to be relaxed before the war; others were not 
enforced during the German invasion; still others were 
modified in the postwar period. 


Nevertheless, as Fainsod has pointed out, Communist at- 
titudes toward the peasantry continue to represent a curious 
interplay of dependence and hostility.'* The dependence of 
the government was increased during and after the war by 
the necessity of winning the allegiance of the peasants to 
achieve Communist objectives. But the hostility and dis- 


trust of the peasants forced the government to resort alter- 
nately to concessions and coercive measures to attain its 
ends. 


PosTWAR LAG IN PRODUCTION OF FOOD AND LIVESTOCK 


The critical lag in agricultural production was publicly 
acknowledged by Malenkov and Khrushchev within a few 
months of Stalin’s death. Statements in August and Sep- 
tember 1953 by leading spokesmen for the successor regime 
gave many details previously withheld. Gross agricultural 
production in 1952 had been only 10 per cent higher than in 
1940—scarcely ahead of the increase in population and far 
behind the growth of industrial production, which had 
doubled during the dozen years. Output of wheat and cer- 
tain other grain crops was above prewar levels, but live- 
stock production was not only below prewar but actually be- 
low the level of 1916. 


Livestock production, according to Khrushchev, was in a 


% Russian peasants live in small villages, often some distance from the fields 
they till; each family has its individual plot (usually near the house) on which 
are raised vegetables and livestock for home consumption or for sale and barter 
in the village or nearby towns. 


™% Merle Fainsod, op. cit., pp. 442-443. 
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critical condition. In 1953 Russia had nine million fewer 
cows than in 1928 and four million fewer than in 1916. 
Although the number of cattle had increased immediately 
after World War II, it had dropped again after 1951. Khru- 
shchev admitted that the quality of livestock was poor, and 
he cited figures showing that the average milk yield per cow 
in the Soviet Union was less than half the yield in the United 
States. He demanded expansion of collectivized, or com- 
munal, livestock herds but conceded that heavy government 
exactions of animal products at low fixed prices gave farm- 
ers little incentive to enlarge the herds. 


Khrushchev revealed many other weaknesses of Soviet 
agriculture but boasted of some gains. He praised the col- 
lective farms for increases in wheat production since the 
war. At the same time, his report conceded that flax and 
hemp production had failed to reach the prewar level and 
that total grain acreage had declined. Khrushchev spoke of 
unsatisfactory yields per acre and said that “‘technical short- 
comings” in the collective farm system had hampered prog- 
ress in certain key areas of production. 


The need for more effective incentives was acknowledged 


by both Malenkov and Khrushchev. They promised reforms 
in the system of taxing private plots cultivated by the peas- 
ants and gave some encouragement to development of pri- 
vate farming and individual livestock herds. Hope was 
held out for expansion of “‘free’’ market exchanges of farm 
produce and for payment of higher prices for compulsory 
deliveries to the state.'® 


CONCESSIONS TO RUSSIAN PEASANTS IN AUTUMN OF 1953 


The remedial measures hinted at by Malenkov and Khru- 
shchev were embodied in an agricultural reform program 
announced in a series of decrees during the autumn of 1953. 
Chief concessions were: (1) Revision of the tax system on 
private holdings, with a straight annual land tax in place 
of cumbersome taxes on each crop, and lower tax rates on 
certain collective farms; (2) higher prices and lower quotas 
for compulsory deliveries of animal products and certain 
vegetables; (3) official approval of “free’’ market exchange 


The total was 28.8 million in 1916, 33.2 million in 1928, and 24.3 million in 
1953. 

Low government prices for the products of collective farms had caused 

widespread discontent; as an inducement to increase production, the govern- 


ment permitted sale of any surplus (after compulsory deliveries) on the open 
market 
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of various agricultural products after the state had received 
its compulsory deliveries. 


The concessions of 1953, heralded as the beginning of a 
new deal for farmers, were accompanied by other measures 
which made it clear that a primary objective was to 
strengthen rather than to relax the government’s grip on 
collectivized agriculture. The crux of the reform program 
was a further tightening of controls all along the line. A 
drive to consolidate collective farms, spearheaded by Khru- 
shchev himself, was continued and intensified. Since 1950 
the number of collective farms has been reduced from more 
than 250,000 to about 94,000, while the average size of the 
farms has grown from fewer than 1,500 to more than 4,200 
acres of tillable land. 


Another major development in Soviet agriculture came 
early in 1954 when the Kremlin announced a spectacular 
scheme to reclaim vast areas of virgin land east of the Volga 
River for additional grain production. The first stage of 
the plan called for plowing and sowing some 32 million 
acres in 1955, chiefly in the Urals and in undeveloped re- 
gions of southwest Siberia and Kazakhstan, east of the Cas- 


pian Sea; most of the newly opened area was to be used for 
wheat. 


After the recent political shakeup, the Khrushchev-Bul- 
ganin faction announced that the tempo of the whole agri- 
cultural program would be stepped up. The virgin acreage 
to be brought under cultivation would be raised in 1956 to 
approximately 70 million acres, more than double the area 
planned for this year. New production goals were set for 
wheat and corn as well as for many other crops. 


Khrushchev’s report to the Central Committee of the 
Communist Party in January called for a fantastic increase 
in the area planted to corn—from 8.6 million acres to over 
69 million acres—to provide forage to help increase live- 
stock production. The party leader made frequent refer- 
ences to high agricultural output and yields in the United 
States, and he suggested that Russia institute a corn-hog 
program along American lines. Khrushchev pointed out 
that “It was on the basis of corn that the Americans suc- 
ceeded in achieving a high level of stock breeding.” He 
cited figures showing that only 3.3 per cent of the total area 
under crops in the Soviet Union was planted to corn, as 
compared with more than 35 per cent in the United States. 


191 





Editorial Research Reports 


Western agricultural experts have been highly skeptical 
of Russia’s ability to improve its agricultural situation by 
the collectivist methods now employed. Gross production 
in the Soviet Union since the war, they point out, has been 
running behind that of the free countries of Western Europe 
and far, behind that of the United States. They find it sig- 
nificant that Khrushchev has made no move to withdraw the 
so-called concessions of 1953, but they doubt that the incen- 
tives to the peasants will be any more effective now than in 
the past. A leading American authority on Soviet agri- 
culture, Lazar Volin of the U.S. Department of Agriculture, 
observed in 1954 that, although “the big stick of the Malen- 
kov-Khrushchev program was accompanied by the prov- 
erbial carrot, perhaps a somewhat larger carrot than usual,” 
it was unlikely that either the carrot or the big stick would 
bring “‘a serious improvement” in the agricultural situation 
in the short run."’ 


Russia’s Industrial Strength and Weakness 


INDUSTRY has held top priority in Russian economic de- 
velopment ever since 1928, when Stalin projected the first 
Soviet five-year plan. For more than a quarter of a century 
the Communist rulers of Russia, subordinating all other eco- 
nomic considerations to rapid industrialization of the coun- 
try, have applied primary pressure to expansion of heavy 
industry for the manufacture of producers’ goods and arma- 
ments. As the post-Stalin budgets have shown, the priori- 
ties of heavy industry were never seriously challenged by 
the new regime, despite the somewhat higher goals set for 
consumer goods during Malenkov’s premiership. 


MAIN TRENDS IN SOVIET INDUSTRIAL DEVELOPMENT 


When Malenkov outlined his program in a report.to the 
Supreme Soviet on Aug. 8, 1953, he began with a historical 
review of Soviet industrial development that included con- 
siderable economic data not previously published. Accord- 
ing to the Malenkov report, heavy industry had accounted 
for about 34 per cent of the total volume of industrial pro- 


17 Lazar Volin, ““The Malenkov-Khrushchev New Economic Policy,” The Journal 
of Political Economy, June 1954, pp. 207-208. 
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duction in 1925 (roughly the same as in Czarist Russia) ; 
toward the end of the second five-year plan in 1937, heavy 
industry had reached 58 per cent of all industrial produc- 
tion; and by 1953 it had risen to about 70 per cent of total 
output. During the period from 1929 to 1953, the Soviet 
government had invested 638 billion rubles in heavy indus- 
try, compared with 72 billion in light industry and 94 billion 
in agriculture. 


Far from abandoning the top priority of heavy industry, 
Malenkov declared that the government would “continue in 
the future to develop heavy industry in every possible way.” 
He said total industrial output in 1953 would be approxi- 
mately twice as large as in 1940. Citing gains in major 
industries, Malenkov stated that steel production in 1953 
would exceed 38 million tons, compared with about 19 mil- 
lion tons in 1940 and only 1.8 million tons in 1925. Coal 
production in 1953 was expected to be 70 per cent above 
1940, the output of the chemical industry three times as 
high, and production of heavy machinery and equipment 
3.8 times the prewar level. 


Marshal Bulganin brought the official Soviet production 
figures down to date in his first speech as premier on Feb. 
9, 1955. He claimed that all industrial output had continued 
to rise and that gross production of industry in 1955 would 
be 80 per cent higher than in 1950. The planned increase 
this year, he said, would raise gross production of industry 
about 9 per cent above the 1954 level. According to the 
Soviet premier, that meant that the current industrial five- 
year plan would be fulfilled on schedule by the end of 1955. 
The rise in heavy industry, he added, would be even greater 
than planned—to a point 84 per cent above the 1950 level 
of production. 


Bulganin and Khrushchev soft-pedaled the lag in pro- 
duction of consumer goods. They tacitly admitted the lag, 
however, by noting that the output of goods for mass con- 
sumption in 1955 would be only about 71 per cent above the 
1950 level. No reference was made to Malenkov’s earlier 
promises of immediate improvements in the manufacture of 
much-needed textiles, leather footwear, and many articles 
of household consumption.'* But Bulganin declared that 
the rise in heavy industry would lead automatically to “a 


% The new production goals for consumer goods announced by Malenkov on 
Aug. 8, 1953, had pledged a substantial increase in all of these categories during 
1955 and even greater increases in 1956. 
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further upsurge in the material prosperity and the cultural 
standard of life of the people.” 


COMPARATIVE GAINS OF SOVIET AND WESTERN POWERS 


Economic analysts in western countries have found no 
sure way of checking Soviet figures on industrial growth. 
However, several attempts have been made to evaluate re- 
cent Russian claims and to measure the rate of Soviet in- 
dustrial development in relation to the economic growth of 
western countries. A comprehensive report, analyzing 
trends in economic growth of the western powers and the 
Soviet bloc over the period from 1938 through 1953, was 
issued last January by a joint committee of the United 
States Congress.'” Despite a lack of comparative data in 
important areas, the report fills a number of gaps left in 
previous surveys. Its major conclusions may be summar- 
ized as follows: 


1. The present economic capacity of Western Europe, the United 
States, and Canada, is “significantly greater in terms of absolute 
magnitudes, diversity and flexibility than the combined strength of 
the Soviet bloc.” 


> 


2. In the period 1938-1953 as a whole the national product of the 
United States increased almost twice as rapidly as that of the Soviet 
Union and about three times as fast as that of Western Europe. 
However, the rate of growth of European countries and the Soviet 
Union was retarded by the effects of World War II. Between 1948 
and 1953 the national product of the Soviet Union grew about one- 
third more rapidly than that of the United States, and about two- 
thirds faster than that of Wester. Europe. 

3. Comparing major production factors in the United States and 
the Soviet Union, it seems probable that “the absolute gap in the 
two economies” will widen in favor of the United States, although 
“the rate of growth in the Soviet Union might be somewhat higher 
than the rate of growth in the United States.” 


The extent to which the Soviet Union has been speeding 
its rate of production in key industries is shown in the fol- 
lowing comparisons with production in western countries: 


Steel: Soviet production of crude steel jumped from 5 
million metric tons in 1929 to 38 million tons in 1953—more 
than a sevenfold increase. Over the same span of years, 
crude steel production in Western Europe rose from 47.9 
million tons to 62.7 million tons, while steel output in the 
United States increased from 57.3 million tons to 102 mil- 

” Trends in Economic Growth—A Comparison of the Western Powers and the 


Soviet Bloc (Prepared for the Joint Committee on the Economic Report by the 
Legislative Reference Service of the Library of Congress, January 1955) 
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lion tons. Thus, although the Soviet Union has been ex- 
panding its capacity and output relatively more rapidly than 
the western powers, it has not yet approached the produc- 
tion record of Western Europe and is further behind the 
United States in actual tonnage produced than in 1929. 


Coal: The Soviet Union, together with its European satel- 
lites, produces about one-third of the world’s coal, approxi- 
mately the same amount as produced in Western Europe 
and about 7 per cent more than is produced in North 
America. Production in the Soviet Union is increasing 
(with a rise of about 75 per cent between 1940 and 1953), 
while that in Western Europe and North America has been 
virtually stable. 


Electric Power: The Soviet Union consumed about 133 
billion kilowatt hours of electricity in 1953, compared with 
300 billion kilowatt hours in Western Europe and 513 bil- 
lion in the United States. Production of electric energy in 
the Soviet Union has increased about 13 per cent a year 
since 1950, compared with an average annual rate of in- 
crease of about 6 per cent for the world as a whole since 
1929. 


None of the published Soviet records of industrial output 


provides any real basis for comparing the rate of arms 
production, in either conventional or atomic weapons, with 
that of the western powers. Foreign Minister Molotov 
declared on Feb. 8 that Russia was now leading the United 
States in production of hydrogen weapons, but he pro- 
duced no evidence to support that claim. Prime Minister 
Churchill, speaking in the British House of Commons on 
Mar. 1, gave it as his considered opinion that “During the 
next three or four years the free world should and will have 
overwhelming superiority in hydrogen weapons.” But after 
that, Churchill warned, “The Soviets will probably stand 
possessed of hydrogen bombs and the means of delivering 
them not only on the United Kingdom but also on North 
America.” 


DIFFERENCES IN STANDARDS OF LIVING IN EAST AND WEST 


The Soviet Union has chosen deliberately to expand its 
industrial potential at the expense of the standard of liv- 
ing of the Russian people. In straining to narrow the gap 
between Russia and the western powers in steel and other 
" 20 Jdid., p. 34. 
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heavy industrial production, the Kremlin has widened the 
gap in living standards between East and West. The differ- 
ence in living standards, wide to begin with, has increased 
significantly over the past 15 years. 


Per capita personal consumption in the United States is 
more than 40 per cent higher today than before World War 
II. In Western Europe, personal consumption has risen 
about 11 per cent on an average since 1940. In comparison, 
per capita personal consumption in Russia is barely above 
the prewar level, and in most of Russia’s European satellites 
it remains below that level. 


The contrast between living standards in the Soviet Union 
and the United States is reflected in current production of 
such basic items of consumption as food and clothing. Last 
year the Kremlin announced plans to increase meat produc- 
tion, but the plans called for annual consumption of less 
than 23 pounds of meat per person, as against 145 pounds 
per person consumed in the United States. Russia hoped to 
produce in 1954 about 267 million pairs of leather shoes—a 
little more than one pair per person—compared with more 
than 500 million pairs, or three pairs for each person, in 
the United States. Similar ratios prevailed for many other 
articles of food and clothing, and for housing. 


The Kremlin has not been able completely to ignore de- 
mands of the people for improvement of living conditions. 
As noted, statements by Bulganin and Khrushchev, at the 
time of the political shakeup in February, indicated that the 
new leadership was concerned about the popular reaction 
to the shift away from Malenkov’s earlier promises to en- 
large supplies of consumer goods. Bulganin referred at the 
time to the lagging productivity of Russian labor and said 
that higher living standards could be achieved only through 
increases in labor productivity. 


Secretary of State Dulles remarked in a speech in New 
York on Feb. 16 that “There must be those [in Russia] who 
are primarily concerned with the welfare, security and 
greatness of the Soviet Union and its people,” in contrast 
to those who would have the country serve primarily as a 
tool of international Communism. The time may come, 
Dulles added, when “Russians of stature will patriotically 
put first their national security and the welfare of their 
people.” 





